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To the Stockholders 


Throughout the past year the tobacco 
industry has been confronted by multiple 
problems and challenges from many di¬ 
rections. We of the Company have tried 
our best to live up to the promise we ex¬ 
pressed in this letter last year: to face 
these problems realistically in a continu¬ 
ing effort to do what is best for the users 
of the Company's products, for its stock¬ 
holders and employees, for the communi¬ 
ties in which it operates, and for the 
industry of which it is a part. In this 
course we will persist. 

As expected, the report of the Surgeon 
General s Committee on Smoking and 
Health, released on January 11,1964, had 
an immediate and adverse effect on ciga¬ 
rette consumption. However, with the 
passing months, figures reported by the 
Internal Revenue Service have indicated 
a reversal of the downward trend, and at 
the end of the year consumption was ap¬ 
proaching a more normal level. What ef¬ 
fects the report mav have on cigarette 
consumption over the longer term are 
most difficult, of course, to predict. 

* * * 

Sales and net earnings of the Companv 
in 1964 were below the record highs 
reached in 1963. Sales of $1,613,802,495 
were 3.5% less than in 1963 and net earn¬ 
ings of $124,005,490 were 3.9% below the 
1963 figure. Net earnings available for the 
Common Stock were $3.02 a share in 1964 
as against $3.13 a share in the preceding 
year. The decline in earnings was attribu¬ 
table principally to reduced sales, greater 
promotional costs, particularly for the 
new Tempo Cigarette brand which was 


introduced early in the year, and higher 
costs for leaf tobacco. 

* * ♦ 

As we have said on many occasions, it 

j 

is our firm conviction that the answers to 
questions about smoking and health will 
finally come only through scientific re¬ 
search. 

Early last vear six of the major tobacco 
companies, including this Company, 
made available grants which aggregated 
$10,000,#00 to the American Medical 
Association Education and Research 
Foundation to help finance the Founda¬ 
tion’s long-range study of the possible 
relationship of smoking to disease. This 
research project had been authorized by 
the AMA’s house of delegates the pre¬ 
vious December, and the AMA’s board 
of trustees, after appropriating an initial 
$500,000, had announced its intention 
to solicit funds from industry, founda¬ 
tions, voluntary health organizations, and 
physicians. The grant from the six tobacco 
companies is being made available over a 
five-year period. A joint letter from the 
presidents of the companies made the 
offer of the funds “in the hope and ex¬ 
pectation that the research project pro¬ 
posed will aid materially in finding solu¬ 
tions to the public health problems of 
national and international concern.” The 
Education and Research Foundation sub¬ 
sequently appointed a committee of five 
to direct the research. A large number of 
grants have already been made under 
this program. 

♦ ♦ * 

The year 1964 marked the tenth anni¬ 
versary of a program established by rep- 
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resentatives of tobacco manufacturers 
(including this Company), growers, and 
warehousemen to support research by 
independent scientists into questions of 
tobacco use and health. Known originally 
as the Tobacco Industry Research Com¬ 
mittee, the organization last year was 
redesignated The Council for Tobacco 
Research — U.S.A., to clarify the fact that 
it is devoted to health research rather 
than to commercial or technological 
study. 

Research is supported by the Council 
through grants-in-aid, which are admin¬ 
istered by a Scientific Advisory Board 
of ten independent scientists and doc¬ 
tors who maintain their institutional af¬ 
filiations. Research grants totaling over 
$7,000,000 have been made to some 230 
scientists in more than 100 hospitals, uni¬ 
versities, and research institutions across 
the country. The research is in fields 
selected by the scientists and approved 
by the Scientific Advisory Board. The 
Company is continuing its support of the 

Council s far-reaching program. 

* * * 

In April, 1964, the nine leading ciga¬ 
rette manufacturing companies in the 
United States announced the adoption of 
the Cigarette Advertising Code. This 
Code, which became effective January 1, 
1965, applies to all advertising of ciga¬ 
rettes by the member companies in the 
United States, Puerto Rico, any territory 
or possession of the United States, or any 
military installation of the United States. 

Former New Jersey Governor Robert 
B. Meyner is the Administrator of the 
Code. No advertising for cigarettes may 
be used unless it has first been submitted 
to the Administrator and found to comply 
with the Code standards. If a Company 
should violate the Code, it can be re¬ 
quired to pay up to $100,000. 


The announcement of the Code was 
front-page news in many of the nation's 
newspapers. It was praised in numerous 
editorials as a serious effort by the indus¬ 
try for self-regulation of advertising. 

* * * 

Following a series of hearings begun 
in March, 1964, the Federal Trade Com¬ 
mission in June issued a trade regulation 
rule requiring that all cigarette labels in¬ 
clude a health warning after January 1, 
1965, and that all cigarette advertising 
carry such a warning after July 1, 1965. 
1 he announcement of this rule was made 
by the Chairman of the Commission 
while testifying before the House Com¬ 
mittee on Interstate and Foreign Com¬ 
merce which was then holding hearings 
with respect to a number of bills relating 
to the labeling and advertising of ciga¬ 
rettes and health problems associated 
with smoking. Subsequently at the re¬ 
quest of the House Committee the Fed¬ 
eral Trade Commission postponed the 
effective date of its rule until July 1,1965, 
to give Congress an opportunity to con¬ 
sider the matter more fully. 

At the hearing before the House Com¬ 
mittee your Chairman appeared as a 
spokesman for the manufacturers of vir¬ 
tually all cigarettes produced in the 
country and presented their views with 
respect to the pending bills. His testi¬ 
mony included the following statement 
of the industry’s position as to the Federal 
Trade Commission's rule: 

Our attorneys have advised us that 
the Commission does not have author¬ 
ity to issue this Trade Regulation Rule. 
We opposed the issuance of this rule 
during the course of the Commission 
proceedings. We shall oppose it in the 
courts if necessary. We oppose it be¬ 
cause we believe the Commission acted 
unlawfully. We oppose it because we 
believe this matter should be resolved 
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by the Congress and not by a Federal 
agency. We oppose it because we be¬ 
lieve, as Chairman Dixon acknowl¬ 
edged, the Commission’s rule would 
not have preemptive effect, and the in¬ 
dustry would be exposed to the possi¬ 
bility of diverse state and municipal 
laws. We oppose it because we believe 
theCommission’s warning requirement 
is unwise, unwarranted and is not a 
fair factual statement of the present 
state of scientific knowledge. 

A number of prominent doctors, ap¬ 
pearing as witnesses during the Com¬ 
merce Committee hearings, questioned 
the conclusions of the Surgeon General’s 
Advisory Committee Report. The essence 
of their testimony was that even though 
there mav be a statistical association be- 
tween smoking and various diseases, this 
does not prove cause and effect. Experi¬ 
mental and laboratory proof to support 
the statistics is lacking, they said, and 
other explanations for the statistics exist 

— and manv factors, in addition to smok- 

* 

mg, need investigation. 

* * * 

In 1964 farm leaders and all other seg¬ 
ments of the industry continued to be 
confronted with the problem of the 
mounting surplus of flue-cured leaf to¬ 
bacco. Despite the fact that acreage allot¬ 
ments under the Federal government’s 
production and price stabilization pro¬ 
grams had been reduced 40 per cent since 
1954, the 1964 crop of flue-cured tobacco 
was larger than the crop produced in 
1954. The explanation, of course, is that 
agricultural practices used by most grow¬ 
ers have continued to produce larger per- 
aere yields. This, however, has resulted 


in the production of much tobacco of 
quality not desired by domestic manufac¬ 
turers. In November the Secretary of 

j 

Agriculture announced a reduction for 
1965 of about 19.5 per cent in acreage al¬ 
lotments for flue-cured tobacco. In the 
opinion of many farm leaders, eventually 
some form of poundage as well as acreage 
control is almost inevitable if leaf sur¬ 
pluses, particularly of undesirable qual¬ 
ities, are to be curbed and the govern¬ 
ment’s price support system for tobacco 

is to be preserved. 

* * * 

For manv years we have closed this 
letter with a few remarks about vour em- 
plovees with whom it is our pleasure to 
work; and in reporting to you on the year 
just closed this paragraph has special 
significance and meaning. By careful and 
successful planning, despite the drop in 
sales, we have been able to work the 
plants almost the total number of hours 
that we had in previous years. Through 
the weeks of shorter work schedules the 
employees were cooperative and under¬ 
standing. A rededication of effort to 
produce quality products was evident 
throughout the entire organization. The 
administrative and sales groups renewed 
their efforts to serve our customers and 
gain new ones for our brands. The pro¬ 
duction of Tempo involved a unique 
manufacturing process requiring the com¬ 
bined efforts of research, leaf, manufac¬ 
turing, engineering and service depart¬ 
ments. For all these things and for the 
countless acts of lovaltv and extra effort 
on the part of the employees, we express 
the gratitude of the Board of Directors. 


Respectfully submitted for the Board of Directors , 



February 4, 1965 
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Comparative Summary 

CONSOLIDATED 



1964 


SALES . EARNINGS AND DIVIDENDS 


Net Sales. $1,613,802,495 

Net Earnings. 124,005,490 

Net Earnings as a percentage of Net Sales. 7.68% 

Earnings per share on Common Stock 

before taxes on income*. $ 6.14 

Taxes on income per share of Common Stock*. 3.12 

Net Earnings per share of Common Stock*. 3.02 

Dividends per share on Common Stock. 1.80 

Dividends on Preferred Stock. 768,352 

Dividends on Common Stock. 73,734,383 

*Based on shares outstanding at year end. 40,868,647 


FINANCIAL POSITION AND EQUITIES AT YEAR END 


Total Assets. $1,019,201,700 

Current Assets. 865,360,515 

Current Liabilities. 202,160,282 

Net Current Assets—Working Capital. 663,200,233 

Heal Estate, Machinery and Equipment—Net. 144,360,897 

Funded Debt. 62,000,000 

Equity of holders of Preferred Stock. 20,271,500 

Equity of holders of Common Stock. 734,769,918 

Number of stockholders at year end. 114,010 

Number of regular employees at year end. 14,353 


7963 


$1,672,444,707 

129,065,759 

7.72% 

$ 6.75 

3.62 

3.13 

1.65 

857,898 

67,602,086 

40,970,423 


$1,037,639,534 

878,115,844 

257,995,847 

620,119,997 

150,023,031 

68,000,000 

22,459,000 

689,184,687 

103,282 

14,932 
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Financial Review 


Sales in 1964 were $1,613,802,495, 
down 3.5 per cent from record sales in 

1963 of $1,672,444,707. Net earnings for 

1964 of $124,005,490 were 3.9 per cent 
less than the all-time high of $129,065,759 
attained in 1963. 

Net earnings on the Common Stock, 
after payment of dividends on the Pre¬ 
ferred Stock, amounted to $3.02 per share 
on the basis of 40,868,647 shares out¬ 
standing at year end. This compares with 
$3.13 per share earned in 1963. Dividends 
on the Common Stock amounted to $1.80 
per share for the year compared to $1.65 
during 1963. Dividend payments 
amounted to $73,734,383 on the Common 
Stock and $768,352 on the Preferred 
Stock for a total of $74,502,735, the larg¬ 
est for any year in the Company’s history. 

During the vear, a number of factors 
contributed to the decline in earnings. 
The major factors were lower sales vol¬ 
ume, higher advertising costs and in¬ 
creased leaf tobacco costs. Partially off¬ 
setting factors included lower interest 
and debt expense, resulting from smaller 
average borrowings, and the reduction of 
the Federal corporate income tax rate 
in 1964. 

Another Federal income tax change fa¬ 
vorably affecting net earnings for the year 


related to the investment credit. Prior to 
1964, the amount of the investment credit, 
which relates to the purchase of new ma¬ 
chinery, had to be deducted from the cost 
basis of the machinery in calculating de¬ 
preciation. This requirement in the law 
was reversed in 1964. Accordingly, the 
provision for taxes on income for the year 
was reduced by $2,818,593, equivalent to 


DISTRIBUTION OF THE 1964 SALES DOLLAR 


41.9* 

EXCISE 

TAXES 



LEAF TOBACCO, 
OTHER MANU¬ 
FACTURING COSTS 
AND FREIGHT 


TAXES ON 
INCOME 


SELLING, 

ADVERTISING, 

ADMINISTRATIVE, 

INTEREST 

AND OTHER 

EXPENSES 


DIVIDENDS 


EARNINGS 

RETAINED 
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TWENTY YEAR SALES 

Millions 
of Dollars 
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the prior years’ investment credits. A sim¬ 
ilar amount was restored to the machin¬ 
ery accounts. 

Short-term borrowings at year-end 1964 
were $67,000,000, or $47,500,000 less than 
at the close of the previous year. For six 
weeks during late summer, the Company 
was completely free of this type of debt. 


The low point in 1963 was $26,500,000, 
and in 1962 it was $75,000,000. 

In 1964 funded debt was reduced by 
$6,000,000. In October, 1964, the Com¬ 
pany started purchasing on the New York 
Stock Exchange shares of its Common 
Stock to be available for possible future 
acquisitions. At year end there were 
102,886 shares in the treasury at an av¬ 
erage cost of $41 per share. Additionally, 
21,875 shares of Preferred Stock were 
purchased during the year at an average 
cost of $88 per share, bringing to 287,285 
the total number of such shares in the 
treasury at year end. 

Sales of the Hawaiian Punch line— 
manufactured and sold by the Company’s 
wholly-owned subsidiary, Pacific Hawai¬ 
ian Products Company—increased over 
the previous year, and net earnings on 
this line were up 30 per cent. Sales and 
profits of the Archer Aluminum division 
of the Company increased significantly 
during the year. 

The Company increased to 60 per cent 
its interest in Zigarettenfabrik Haus 
Neuerburg, K. G., the Company's West 
German affiliate, by purchasing an addi¬ 
tional 9 per cent during the year. There 
was charged to general expense in 1964 
the amount of $650,000 to reflect in the 
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Company’s accounts its share of the loss 
from operations of foreign affiliates for 
the year. 

Capital expenditures during the year 
amounted to $11,084,506, principally in 
connection with continuing moderniza¬ 
tion of cigarette and processing plants 
and equipment and expansion of facilities 
for the Archer Aluminum Division. Simi¬ 
lar expenditures in 1965 are presently 
estimated at $20,000,000. 

DISPOSITION OF NET EARNINGS 


for the year ended December 31, 1964 

Dividends paid.$ 74,502,735 

Purchase of Preferred Stock. 1,938,301 

Purchase of Common Stock. 4,166,723 

Reduction in funded debt. 6,000,000 

Net reduction in real estate, 
machinery and equipment: 

Capital expenditures ($11,084,506) 


less net asset disposals. . $10,102,724 

Restoration of prior years’ 
investment credits.... 2,818,593 

Depreciation for the year . . (18,583,451) (5,662,134) 


Increase in working capital. 43,080,236 

Decrease in other assets. (20,371) 

Net earnings.$124,005,490 


OWNERS OF THE COMPANY 


(Stockholders of Record. COMMON STOCK 110,348 

December 31.1964). PREFERRED STOCK 3,662 



MEN WOMEN JOINT FIDUCIARIES OTHERS 
ACCOUNTS 


INCLUDING 



Insurance Companies 

Banks and Brokers 

Foundations 

Hospitals 

Churches 

Colleges 

Charities 

Custodians 

Investment Funds 

Estates and Trusts 

Pension Funds 


COMPUTATION OF INCREASE IN 
WORKING CAPITAL 


$ 55,835,565 
12,755,329 


Decrease in current liabilities . 
Less decrease in current assets . 
Increase in working capital . . 


$ 43,080,236 
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Marketing 


During 1964 the Company continued 
its leadership in the United States as the 
largest manufacturer of cigarettes in the 
domestic and export markets. 

Tin *ee of the Company’s brands — 
Winston, Camel and Salem — were 
among the top four best-selling cigarettes 
and each was the leader in its own cate- 
gory. 

Winston, the Company’s largest-sell¬ 
ing brand, led all other filter cigarettes by 
a wide margin. It was second in sales of 
all cigarettes. 

Camel improved its share of the non¬ 
filter, regular-size cigarette market and 
had a larger percentage of this market 
than ever before. It was third in sales of 
all cigarettes. 

Salem, the best-selling menthol ciga¬ 
rette, was second in sales of filter ciga¬ 
rette brands and fourth among all brands. 
Salem had over 50% of the total menthol 
cigarette business. 

Tempo, the Company’s new charcoal- 
tip cigarette, was introduced in March 
in New England and by the end of June 
was in distribution nationally. Tempo’s 
filter construction was an innovation in 
that it was the first to use granules of 
charcoal bound together. The brand was 
extensively promoted throughout the 



year in media and point-of-sale advertis¬ 
ing. Tempo has already become the fa¬ 
vorite brand of many smokers preferring 
filter cigarettes with charcoal. 

Prince Albert, the nation’s largest- 
selling smoking tobacco, showed a good 
increase in sales. To provide the smoker 
with Prince Albert in either the familiar 
pocket tin or the new foil pouch, national 
distribution of the pouch was achieved 
in 1964. 

Carter IIall, our second-largest-sell¬ 
ing smoking tobacco, had a substantial 
increase in sales. 
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While the Company's chewing tobacco 
sales were slightly lower, our Days Work 
brand continued to hold its leadership 
among chewing tobaccos. 

ADVERTISING PROGRAM 

Intensive advertising support for the 
Company’s major cigarette and smoking 
tobacco brands played an important role 
in maintaining sales leadership in the in¬ 
dustry during 1964. 

Advertising messages were placed on 
a wide selection of network television 
programs in order to reach adult smokers 
with varying tastes in entertainment. 
Comedy shows included “The Beverly 
Hillbillies, “McHales Navy," and “The 
Cara Williams Show." In the category of 
musical variety were “The Andy Wil¬ 
liams/Jonathan Winters Show," “Holly¬ 
wood at the Palace,” ‘The Jimmy Dean 
Show,” and “The Garry Moore Show." 

Viewers interested in news and infor¬ 
mation saw commercials for the Com¬ 
pany’s brands on “The Huntley-Brinkley 
Report" and “The Today Show." Sports 
fans were reached by “Wide World of 
Sports," “AFL Football Games," a num¬ 
ber of golf tournaments, and telecasts of 
major league baseball games in some of 


the nation’s largest markets. 

“To Tell the Truth" and “Password" 
provided entertainment for those who 
enjoy panel shows. Also included in the 
Company’s line-up were “Saturday Night 
at the Movies’’ and “Sunday Night 
Movie.” 

Television spot announcements were 
scheduled in many markets in order to 
give additional support for individual 
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brands. An important advantage of TV 
spots is the flexibility offered in terms of 
markets, frequency, brand allocation, and 
length of commitment. Use of this ad¬ 
vertising medium was substantially in¬ 
creased last year. 


Other media were also used extensively 
to round out the Company’s advertising 
program. Radio coverage was provided 
bv announcements on network shows and 
local stations. A w ide list of popular mag¬ 
azines w as used to feature the Company’s 
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brands in attractive, full color. Several 
campaigns were run in daily newspapers 
throughout the country. Strong promo¬ 
tional support at the point of sale was 
given by the Company’s large and effec¬ 
tive field sales force. 

INTERNATIONAL MARKETS 


The Company maintained its position 
as the leading exporter of cigarettes from 



OTHER PRODUCTS 



SMOKING TOBACCOS 

Prince Albert 
Carter Hall 
George Washington 
Top 



PRINCIPAL BRANDS 

OF CHEWING 

TOBACCOS 
(not illustrated) 

Days Work 
Brown's Mule 
Apple Sun Cured 
Reynolds’ Natural Leaf 



ARCHER ALUMINUM DIVISION 
Foil Products / Packaging Materials 

PACIFIC HAWAIIAN PRODUCTS COMPANY 
Hawaiian Punch 

King of the Islands Exotic Drinks 
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Diversification 


the United States and again substantially 
increased its volume and share of market. 
It continued its aggressive efforts to ex¬ 
pand overseas markets by increasing its 
manpower and advertising and promo¬ 
tional efforts. 

While filter cigarettes were again the 
fastest-growing segment of the export 
market, the Company improved its com¬ 
petitive position in both the filter and 
non-filter categories. 

Zigarettenfabrik Ilaus Neuerburg, 
K. G., the Company’s affiliate in West 
Germany, continued its intensive pro¬ 
gram to develop new filter brands and to 
increase its share of this large and grow¬ 
ing segment of the German cigarette 
market. 

Early in 1964 Winston filter cigarettes, 
manufactured by Haus Neuerburg under 
license from the Company, were intro¬ 
duced on the German market and have 
become an established brand. Reyno 
maintained its leadership in the menthol- 
filter category. Overstolz, Haus Neuer- 
burg’s leading brand, again increased its 
competitive position in the non-filter cig¬ 
arette market. A number of changes were 
made in the management group and mar¬ 
keting organization to streamline and 
improve efficiency. 



ARCHER ALUMINUM DIVISION 

Archer Aluminum Division’s sales of 
packaging materials to outside customers 
grew significantly last year, although the 
major part of production continued to be 
used by the Company for its cigarettes 
and other tobacco products. 

The division’s Christmas-wrap busi¬ 
ness had a sizable growth. Sales of rigid 
foil containers used for bakery products 
showed a marked increase over 1963. Ex¬ 
tensive research and development went 
into protective packaging for food prod¬ 
ucts, and the flow of orders during the 
last quarter indicates substantially in- 
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creased production for such packaging 
materials in 1965. Additional develop¬ 
ment projects included aluminum for 
lithographic printing plates, electrical 
conductor applications, and laminated 
foil for tobacco-curing barn insulation. 

During 1964 Archer began work on a 
new product, Foylon. A laminate of 
aluminum foil and textile fabric, it is in 
effect a reflective foil-fabric material that 
will breathe. Considerable progress was 
made in exploring the use of Foylon in 
a variety of applications. 

PACIFIC HAWAIIAN PRODUCTS 
COMPANY 

Pacific Hawaiian’s principal products, 
Hawaiian Punch fruit juice beverages 
and King of the Islands exotic tropical 
juices, continued to gain in popularity. 

A low-calorie Hawaiian Punch was 
test-marketed with success in 1964, and 
this promising new line is expected to be 
in national distribution by early 1965. 

Advertising for Hawaiian Punch in¬ 
cluded network television spot announce¬ 
ments on “The Tonight Show” and local 
television and radio spots in selected 
markets. 



In an estimated 230,000 retail outlets 
throughout the country, Hawaiian 
Punch is available in ready-to-drink, 
liquid-concentrate, or frozen-concentrate 
form. A line of King of the Islands ex¬ 
otic tropical juices made from a variety 
of fruits is also marketed in many areas 
in fresh-frozen concentrate form. 

An affiliate of Pacific Hawaiian which 
produced Cincii bread and cake mixes 
was disposed of during the year, as this 
regional brand was not suitable to the 
marketing pattern of Pacific Hawaiian’s 
other lines. 
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10 Year Record 

CONDENSED COMPARATIVE FINANCIAL DATA 



R. J. REYNOLDS TOBACCO COMPANY AND CONSOLIDATED SUBSIDIARIES 


Year ended December 31, 

1964 

1963 

1962 

1961 

1960 

SALES, EARNINGS AND DIVIDENDS 

(amounts in thousands of dollars) 






Net Sales 

$1,613,802 

$1,672,445 

$1,627,541 

$1,555,527 

$1,438,547 

Income before taxes 

251,725 

277,601 

260,977 

265,220 

224,018 

Federal and state taxes on income 

127,720 

148,535 

139,821 

146,499 

120,841 

Net Earnings 

124,005 

129,066 

121,156 

118,721 

106,375 

Dividends on Preferred Stock 

768 

858 

936 

1,044 

1,135 

Dividends on Common Stock 

73,734 

67,602 

64,512 

56,439 

48,345 

FINANCIAL POSITION AND EQUITIES 

(amounts in thousands of dollars) 






Current Assets 

$ 865,361 

$ 878,116 

$ 930,246 

$ 929,775 

$ 827,224 

Federal and state tax liabilities 

94,563 

106,074 

101,325 

94,314 

79,068 

Other current liabilities 

107,598 

151,922 

260,508 

293,414 

248,374 

Working Capital 

663,200 

620,120 

568,413 

542,047 

499,782 

Real Estate, Machinery and Equipment—Net 

144,361 

150,023 

147,568 

129,001 

112,606 

Total assets 

1,019,202 

1,037,640 

1,089,127 

1,067,861 

953,756 

Funded debt 

62,000 

68,000 

74,000 

80,000 

86,000 

Equity of holders of Preferred Stock 

20,272 

22,459 

24,975 

27,871 

29,511 

Equity of holders of Common Stock 

734,770 

689,185 

628,320 

572,262 

510,692 

FINANCIAL STATISTICS 

(Based on shares outstanding at year end; adjusted for 
2-for-l stock splits in 1961 and 1959 and the acquisition of 
Pacific Hawaiian Products Company on a pooling of inter¬ 
ests basis) 






Income taxes per share of Common Stock 

$ 3.12 

$ 3.62 

$ 3.41 

$ 3.58 

$ 2.95 

Earnings per share on Common Stock 

3.02 

3.13 

2.93 

2.87 

2.57 

Dividends per share on Common Stock* 

1.80 

1.65 

1.60 

1.40 

1.20 

Book value per share of Common Stock 

♦On R. J. Reynolds Tobacco Company shares. 

17.98 

16.82 

15.34 

13.97 

12.47 
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EARNINGS AND DIVIDENDS PER COMMON SHARE 


1959 

1958 

1957 

1956 

1955 

$1,306,197 

$1,163,258 

$1,066,727 

$ 967,609 

$ 872,580 

199,825 

173,757 

139,930 

138,187 

121,725 

108,507 

94,576 

75,142 

75,722 

68,220 

91,318 

79,181 

64,788 

62,465 

53,505 

1,296 

2,306 

2,685 

2,801 

2,838 

42,260 

37,150 

32,785 

30,760 

25,773 

$ 760,034 

$ 665,337 

$ 649,841 

$ 613,678 

$ 568,607 

88,287 

75,683 

64,300 

71,684 

69,780 

191,636 

132,137 

117,179 

77,121 

52,519 

480,112 

457,517 

468,362 

464,872 

446,309 

96,153 

79,830 

64,376 

45,799 

42,246 

859,386 

748,329 

717,333 

662,861 

614,386 

92,000 

98,000 

104,000 

110,000 

115,000 

34,301 

37,666 

67,012 

69,033 

71,386 

453,234 

404,849 

364,842 

335,022 

305,701 

$ 2.65 

$ 2.31 

$ 1.84 

$ 1.85 

$ 1.67 

2.20 

1.88 

1.52 

1.46 

1.24 

1.05 

.9254 

.8254 

.7754 

.65 

11.07 

9.89 

8.91 

8.20 

7.48 
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Financial Position 

December 31, 19S4 — with comparative figures for 1963 

R. J. REYNOLDS TOBACCO COMPANY AND CONSOLIDATED SUBSIDIARIES 


ASSETS 

Current Assets: 


1964 


Cash. $ 25,193,102 

Marketable securities—at cost ( approximately equal to 


market). 999,634 

Accounts receivable from customers (less discounts) . 63,885,559 

Leaf tobacco, supplies, manufactured products, etc.— 

at cost (substantially all on last-in, first-out basis) . 775,282,220 


TOTAL CURRENT ASSETS 


865,360,515 


1963 


$ 24,214,289 

1,193,278 

57,143,040 

795,565,237 

878,115,844 


Real Estate, Machinery and Equipment— at cost . 

246,914,775 

239,964,050 

Less allowances for depreciation . 

102,553,878 

89,941,019 

NET REAL ESTATE, MACHINERY AND EQUIPMENT . 

144,360,897 

150,023,031 


Other Assets: 

Investments in (at cost, less reserves) and advances 


to unconsolidated foreign affiliates. 7,136,803 

Brands, trade-marks and good will. 1 

Prepaid expenses and sundry other assets .... 2,343,484 

TOTAL OTHER ASSETS . 9,480,288 


$1,019,201,700 


7,161,292 

1 

2,339,366 

9,500,659 

$1,037,639,534 
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R. J. REYNOLDS TOBACCO COMPANY AND CONSOLIDATED SUBSIDIARIES 



LIABILITIES 

1964 

1963 

Current Liabilities: 

• 


Notes payable. 

$ 67.000,000 

$ 114,500,000 

Accounts payable and sundry accrued accounts 

35,201,752 

31,721,506 

Funded debt due within oneyear ( less principal amount 
of debentures in Treasury—$604,000 in 1964; $300,000 

in 1963) . 

5,396,000 

5,700,000 

Federal and state taxes. 

94,562,530 

106,074,341 

TOTAL CURRENT LIABILITIES. 

202,160,282 

257,995,847 

Funded Debt (due annually 1966-1972, $7,000,000; 1973, 

$13,000,000): 

2*/2% Promissory Notes. 

18,000,000 

23,000,000 

3% Debentures, due October 1, 1973 . 

44,000,000 

45,000,000 

TOTAL FUNDED DEBT. 

62,000,000 

68 , 000,000 

Capital and Earnings Retained: 

Preferred Stock—Par $100 

Authorized and issued 490,000 shares 3.60% Series . 

49,000,000 

49,000,000 

Common Stock—Par $5 

Authorized—60,000,000 shares; issued-40,971,533 

shares. 

204,857,665 

204,857,665 


253,857,665 

253,857,665 

Earnings Retained for requirements of the business . 

529,723,778 

480,221,023 


783,581,443 

734,078,688 

Less Cost of Stock in Treasury: 

J 

Preferred Stock, 3.60% Series 

(287,285 shares in 1964; 265,410 shares in 1963) . 

24,330,641 

22,392,340 

Common Stock ( 102,886 shares in 1964; 1,110 shares 

in 1963) . 

4,209,384 

42,661 


28,540,025 

22,435,001 

TOTAL CAPITAL AND EARNINGS RETAINED .... 

755,041,418 

711,643,687 


$1,019,201,700 

$1,037,639,534 
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Statement of Earnings 



R. J. REYNOLDS TOBACCO COMPANY AND CONSOLIDATED SUBSIDIARIES 

Year ended December 31, 1964 — with comparative figures for 1963 



— 

1964 

1963 

Net Sales. 

$1,613,802,495 

$1,672,444,707 

Less: 



Cost of goods sold. 

1,225,435,044 

1,271,050,258 

Selling, advertising, general and administrative 

expenses . 

113,637,163 

98,323,579 

Provision for depreciation. 

18,583,451 

18,338,525 

Interest and debt expense.. 

4,421,347 

7,131,586 

Provision for Federal and state taxes on income . 

127,720,000 

148,535,000 

TOTAL INCOME DEDUCTIONS. 

1,489,797,005 

1,543,378,948 

Net Earnings. 

124,005,490 

129,065,759 

Dividends paid on Preferred Stock. 

768,352 

857,898 

Net Earnings Applicable to Common Stock 

$ 123,237,138 

$ 128,207,861 


NOTES TO FINANCIAL STATEMENTS 

NOTE A — PRINCIPLES OF CONSOLIDATION 

The consolidated financial statements include the accounts 
of the Company and its domestic subsidiaries. All intercom¬ 
pany items and transactions have been eliminated in con¬ 
solidation. Accounts of foreign affiliates are not consolidated, 
such investments being carried at cost less reserves to re¬ 
duce them to the equity in the underlying net book assets. 


NOTE B — OUTSTANDING STOCK OPTIONS 

Substituted options to purchase shares of Common Stock of 
the Company, issued in 1983 as a result of the acquisition of 
Pacific Hawaiian Products Company, expire at varying dates 


to August 1, 1967. During the year, substituted options for 
1,533 shares were cancelled and options for 4,624 shares 
were exercised. At December 31, 1964, substituted options 
were outstanding at option prices per share as follows: 229 
shares, $15.51; 2,773 shares, $34.20; 1,665 shares, $37.80. 

NOTE C — INVESTMENT CREDIT 

In 1962 and 1963 the Company deferred investment credits 
in the aggregate amount of $2,818,593, to be amortized over 
the lives of the related assets. In accordance with revisions 
in the Revenue Act of 1964, such prior years’ amounts, 
together with investment credits of $865,607 applicable to 
1964 additions, have been reflected as a reduction in the 
1964 provision for Federal income taxes. 
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Statement of Earnings Retained 

R. J. REYNOLDS TOBACCO COMPANY AND CONSOLIDATED SUBSIDIARIES 

Year ended December 31, 1964 — with comparative figures for 1963 




1964 

1963 

Earnings Retained for requirements of the business— 
at beginning of year . 

$480,221,023 

$419,615,248 

Add Net Earnings . 

124,005,490 

604,226,513 

129,065,759 

548,681,007 

Deduct cash dividends: 

Preferred Stock, 3.60% Series . 

Common Stock at $1.80 per share for 1964 ($1.65 per 
share for 1963). 

768,352 

73,734,383 

857,898 

67,602,086 


74,502,735 

68,459,984 

Earnings Retained for requirements of the business—at 
end of year. 

$529,723,778 

$480,221,023 


REPORT OF INDEPENDENT ACCOUNTANTS 

R. J. REYNOLDS TOBACCO COMPANY, ITS DIRECTORS AND STOCKHOLDERS 


We have examined the consolidated financial statements of 
R. J. REYNOLDS TOBACCO COMPANY and consolidated 
subsidiaries for the year ended December 31, 1964. Our ex¬ 
amination was made in accordance with generally accepted 
auditing standards, and accordingly included such tests of 
the accounting records and such other auditing procedures 
as we considered necessary in the circumstances. We were 
present when inventories were taken by the companies and 
checked procedures followed in determining quantities 
and valuations. 

Winston-Salem , N. C., February -3, 1965 


In our opinion, the accompanying statement of financial 
position and statements of earnings and of earnings retained 
present fairly the financial position of R. J. Reynolds To¬ 
bacco Company and consolidated subsidiaries at December 
31, 1964, and the results of their operations for the year 
then ended, in conformity with generally accepted account¬ 
ing principles applied on a basis consistent with that of the 
preceding year. It is also our opinion that the statement of 
disposition of net earnings for the year ended December 31, 
1964, shown on page 7 presents fairly the information 
shown therein. 
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Bowman Gray 

Chairman , Board of Directors 

Director since 1947 

35 years of company service 


A. II. Galloway 
President and Chairman, 
Executive Committee 
Director since 1951 
36 years of company service 



Leighton II. Coleman 
Partner, Davis Polk Wardwell 
Sunderland 6- Kiendl 
Director since 1959 



Charles B. Wade, Jr. (left) 
Vice President 
Director since 1955 
26 years of company service 

S. B. IIanes, Jr. (right) 
Executive Vice President 
Director since 1948 
29 years of company service 





























(left to right) 

W. S. Smith, Jr. 

Vice President 

Director since 1960 

25 years of company service 

William R. Lybrook 
Vice President and Secretary 
Director since 1952 
25 years of company service 

Dr. Willard \1. Bright 
Vice President 
Director since May , 1964 
One year of company service 



Gordon Gray 
Chairman , National Trust 
for Historic Preservation 
Director since 1961 



Joseph II. Sherrill 
Vice President 
Director since 1960 
30 years of company service 



David S. Peoples 
Vice President and Comptroller 
Director since 1959 
18 years of company service 


Charles F. Myers, Jr. 

President , Burlington Industries , Inc. 
Director since October , 1964 



(left to right) 

Kenneth II. Hoover 
Vice President 
Director 1953-1964 
14 years of company service 

Colin Stokes 
Executive Vice President 
Director since 1957 
29 years of company service 

H.H.Ramm 

Vice President and General Counsel 
Director since 1946 
19 years of company service 
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